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. MR _GLADISH: A% this Commission‘s October meetin 28 “this item appeaved <7 .
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o a.nd wes deferred for twd princ:Lpal reasons: oge;bthe “a.nnouncemeht by the o 5

, 0 o . N QY e
, Cest of Living Council® of a peéldj.ng regulatipﬁ , and 1theé” second reason being . :
) Q e t’;eumo'rem; ’i‘es:tra.ining order by the federal 'eou.»rts". -~ At that time, the . / ' ’

Q S Co,'%lssmn also, in deferring thls 1tem, requesteu tne staff, where needed’ /?

s N to obta:.n extens:l.ohs from the lease holders of the not;ce of intent to take ) °.\<
= _5~ ‘ °  Since the 1a.st meet;Lng, the Cost of L:.v.u;g Counc11 bas not acted on ‘
the proposed regulatlon remonng the current State exemption statﬁs. I ha.ve z %

; ) taJ.ked to them several ‘times this week a.nd; as re\eently as last night they R V' S

3 ’ :'O 5 ’ have 1nr}1ca.ted tov me’ the.t they do not J’ntend to make’ a rullng to adopt or not - “

- adopt the1r propese& regalatlons/)thﬂ s week We don't have a oreeast of when ‘

sﬂ\ . they will act %\*hls regulatlon whlch would Orernove the State's exmptlgn | . ® - .

O‘ : from C.L C. contLol.w\ The C'ost of Lfv?;hg Counc:.i ;‘;\gymed hxe yesterday that - noa'
o S there~ wds a- new federal la.w s1gneo. by the President on Wednesday. This law ’g o

T ;, requ::.res promulgatlon of: regulatlons in 1‘5 days a.nd adoptlon in a s’ubsequen 7o - \Q -,

: 15 day perlod tha.t maycor ma.5r not further "ompound our proolems 1nn reg;rds \

. * o the sellr-off Ihls would be th,-control of the a..._'l.oca.tlon of) the sales ;_Q
. ) : basegi ‘on some h:.storlcal recor:is ” ‘gI ’t know at thls tlme whether theh LE £ -
’; z ) regt:iatlons mll or mll D t glte us ancther hu.rdle. , The temporgrty restrﬁ.’mihg S "'Q

; RS ordeir was dis ..glvea and poerne\.ng;/ /;nctlon denied a week or “s0 =a.ii;e;eotne : \, .
i . _October meet.::r:g of thls Commles:Lon. ) o T e S o e o

a °© :he needeo. e):t:enslons from theslea.Seholders were - \ob*'ained. Ve a.re ,G 7’@“ e
. T : however, near the dea.dllne on:, one or twvo of thos extensions ) one T belleve o v ) :ij
0 ) JO‘ exblres on Sa.tbrday androne othér bid becomes inopera.tive on Sa.turday.y It - | O,é
- B v 'o.. . a.ppears from nw standoomt ,. in terms of 2 "ecomendution 1:,0 you, cthe’: the::e: - aoi
E ‘LG ~ ., are three alternatl\ves %o conslder:. . . D g o # o ' ‘E : g
< . S N ’3;--‘: ";“-;G .« e ﬁ%( L0

SRR ‘ - o
s e - . 2 o
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s rul:.ngs aﬁ'ectlng th:Ls a.c‘l:1 on.
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3¢ The i‘irst alternatlve isg essentlally: to walt until the' Cost of I.iving
- IS o g .07 e .

cil does t‘;whatever they a.ra go:.ng vto do a.nd* thau new reg;:la,tlons a:re ¢ o

L% 2o

> 5 K% b

Sun
Il / .
promulgated and adopted on, 1mplement1ng the® new federal Pet.roleum Alloca.tion
A

We could aSk for.an addltlonal extens:Lon from one of the lease holders »

’ q- <7 |
the sell-—off blds which was to be actlvated on Saturda.y.

N -,
\M‘r,.,

L111 terms o.‘\; actlon by the Ccmzmlssmn mc eases the chances of more federgl

2

th one that is explring on Sa.turda.y H Nwe could ﬂrop °from consldera.tion, one
u i o

u

It seems like there a.re contlnual hu:iles

belng developed, dropped’ a.nd developed a.gam s a.ud S0 :E'orth Delay 1s a.
dlsadvantage 1n<:3, sense of contlnua.l problemsadevelopmg. . Y N c

. - R g
The vecond alternatl.ve would be to l[eaect a.ll ne bids .on the basis

Q & o

We Just don't lcnow khat <the federa.l govemment is going

&

_%

of uncprtalnty.

= ) NS ) b

“to do. . .- : L N ) ! ‘ L e
-; 6 s | - b o

2p O =
The thrr—d alternetlve Would be to award all the bld)s today. "T’m.\s o a

9

&

W

Longer« delay"s oo =3

would 1mplement your pol:\.cy in a sense of* attempting to= se..l th‘is o’il~ R

0 ~

and, at least at th:.s poin‘t , We &re exempt "from the Cost of L:.vmg Councll

P s

contro’ a.nd Awovld, as we see it abt this poi nt of +1me > allow us to- reallze

[

T ms o

wr

rease 1n revenue a.nd bronde some a.d.d:l.tlona.l Hlstrlbutlon of crude

(SN

It 1s poss1ble tha‘d\ 11:‘ .you- a.wa.rd these blds tods.y that the contracts
© oy o \‘\\ 0 .

might be ruled, in a sense, nonoopera.tlve under a I'L.L?Lng next month by e y

)

-the inc

S0

Ol.L.

wha.tever agency 1mp1ements the E-nergency Petroleum “A] 1oca.t10n Act. cu:za.t .

1s poss:.ble, wh:l.ch would create some problems. It mght be posslble frr

¢
i

e you to conslder reqlé. stlng hold-harmless agreements from the hlgh ‘m.dders
oassumlng that you selected this axtematlsre, O 3 o ‘ e
: < That is'the general t;vemew of the problem.» Iwo%fd u‘:rée‘ one of
e.lt\erna.t:wes - yes or no. ,-e,I :;111 opeh l;r 'to questiom\s,. - . h
MR FLOUBNOY“ Where shall ve start" s S T
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. MR, Gi.ADISH ghere\are peoplea here, bidders-I'm sure, to testify. (Zb\ :

w o 2 1] gL ; o ((
’ ' ) Mzn. and 1s here to test:.fy from Umon 011 Company Perhaps we might P e . é

. aen
. discuss these a_ternat.vesj aga.lg after you hear some test:.mom,. ) o 5 @ \;
3 ‘( ; % MR. EI;O[IP;NbI : ’Why don crwe do that Do you want.to come up, Geor;e° - - ;:
.0 A::@' B e h?R BGu'D Mjname is ueorge Bond. L am the Vice Pre.,ldent-General Jmk@g S
r O £ ” Counsel of T{u}.on 011 Compa.ny of Ca;l.:.forn:.a. : : OC i 1%\4: |
e : ¢ > 8 ) o oL -
% LA . Slnce your last. m;eet\l\ng;when you wereQ7resstraa.ned éby the federa.l court;; ( o J B
& f":‘ff in I.os‘ Arzg,les .Lrom awarﬁ:.ng coanraczs 'F‘or the sale of State royalty Ol.L, B (
o o se.veral s:.gmfica.ut event.. have occurred. rFlrst of a.'Ll th: hearing vhich i 0 ;:vi
o - R *’/_’1 Mi‘: Gladlsh referred té was held. before Jndge Gra.y 1n /tohe Fe\deral Dls\rictﬁ : j _A
\2 | o L R Court id- Los Angeles on November 5 The ‘temporary nestralmng or&er ﬁas c C o .
( - e o s . , e
¢ dlssolved, the case, however, is Stlll pend1n5 before the court’, a.nd 1f r: : |
) . s o . you w11.l 1ndu.'|.ge me,‘ ?[fﬁould‘llke to read from the Ltranscrmt vof tb;a.t o ’Gn -
l ”. ; c hearing a few th:mgs which I thlnk you gentlemen should have before *rou ‘ = / (: g
“J * ;Defore yous ‘meke a.kdie‘ccl'slon. TR S - * S "cc e
: - . ¢ = . : . .
Yo o 3 At tha.t hea.nnp_:{’ Un:.on 04.1 Company was represented by a Mr. Sparks ; -7 - ° =
s PR from the ‘Sad* Franc:.scp fn'm of Brobeck, Phleger a.n‘c‘:{ Harr:.son.v ao ifI auote ‘
: from Mr. Sparks\Qa Wlll ucderstana who he wa.s;@he was cur cc;unsel. Quotir:g o ,O'; 1
Qk ) the Judge - J’udge Gray <~ "on “the mer:Lts » If I were 1nterpret1ng~ these a . . o
: o , regulat:l.ooncs ab initio, I belleve that thc State 1s bound. Tha.t 5 the way 3 oy
e I would 1nterpret 1t bu‘lz these are regula.t:.o.\.s of the Cost of L:.v:r.ng Counc:.l 3 |
d ri , and 1t is quz.te ev:Ldent that the General Counsel of the Cost of Liv:mg Council .
; interprets them dlfferently tna.n thls court wou.Ld. do. I ha.ve graveﬁ douht that ~ ;
E ) 1tc is I;roperv for th:.s court to 1mpose its- mterpretation of ra.+her a.moiguously‘ ® Qj

3 4,‘ 5'/- N < o R i
N . c’.rawn regula.tions :m tne place of the 1nterp2etation put out by the General R A E

i
5
¥

RV Cou.nsel of the very’ body tha.t dr»w*the regula.tlons. uQ nv ;preaent attltude is, ‘;

H din. ¢ a= “ S
| ‘ \ ai'l.though as I say rf I were not obliged to mclude nwself /bound by what th e .
d o ‘e oo 5 = - . - ‘ ’ . .vF ;‘,q
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with me. the merits of interpreting the regulatmns so*that “the-State vould , . °

B - be bound. That's the way I, woald do it." : O wf:\; | D L
oo 7 La.ter, qmtlng Mr. oparks, Your Honor I: think that in clrcumstances e

a ..; = . where thexe gre 11kely to he embedded egu:.tles/\o.né. w;ler? ,he/ﬁsta,t;}s l%dyx ' -ﬁ ;
% ” el to go forward with the course*—of condact that is contr;ry to pub& c/ POIicy : _q J
s

s that you.r Honor has authonty to enter a prel;mnary maunctioﬁ’ uithout .

[
?‘“7

} . : fmally decld;u.ng one aay or the ether whether the plaa.nt:.ff 1s go:mg tp oo 1
. . %
¢
8
;
¥
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3 ; ° o N . - . - < <% = N a - Q
owins" : - o . Lo P - e
S X o ) N < \/g = 2= . I
8

4
o B O . SN . , s 4
E
4

T court - the Judge -- Well, but .,he State would do so at itw pez:il <

el ; . "‘he Sta.te now mndful of a.l_. the pros a.nd cons of this m.atter, 1ncluding ‘ .

o : z ~ o i

e
L ’ oo the prospect of further reglﬂ.a.tlons wmca wvu‘ld make th:Ls case moot. :.nd,

‘e if the court, whenrlt 1s w:.ser than .l.t 1s now, concludesxtha.t the Sta.te ha.d.
’ ’ : \\ G

L o - o -0 rlght to do S0, then certamly the State is estopped to contcnd the falt

o=

’\x _— S = $ °© -DC’
a.ccompll, s0. to epe ST oe s g . S \‘
. Q % s 7 i A z

The second event tbat occurred, whlch I thlnk 1s s1gn1f1cant, is that

o oE 2= - ®

ER the ‘-‘xecut:.ve Ofﬁcer of the State Lands Comnnss:.on, has notifled U:non 01].“

. N
i S s ©

fCompeny‘, and I p.;\esume the other Sta.ue _Lessees > tha.t the cu:z:rent ma.rket o

. N : o
& . R W

‘ pnce of roya.lty o:.l is $1. 00 per ba.rrel over, the celllng pnces. lf thev '

o

State is. exempt, th:.s is a very w:Lse a.nd a.ppropr:.ate move,

QLT 0

‘ The thlrd tku.ng whlch has happeneﬁ is that the Arab 011 embargo has °
@ <, ’ o [¢]

further 1ncreased the ma:rket pr:.ce of .oil exempt from pnce controls. ) <

=5

n

<

,; e L - I thlnk you gent.LemerL reallze ohere 1s certa.m oil whlch s presently

Q
Q = 5 A

exempt and is. currently bemgﬁ purchased at pr:.ces h1gher> tha.n ceilings. ’

PR '.l'he '_Dresent market price of oil exempt from price contro::.s is at lea;st 50?”
e - ) = . ° \ . {Q iy_
s e 9 N L F = - N g 9 7 R ] . -
o e ) ’ .- = ¢ : P2 >
5] o i [»] = 5 = [
’ A < =
= ’ - 4 _L‘_’Ao ' =




" . per varrel over the highest bids"which the. State has received for this! ., B
;w. L2 J\ - Lo 0 T w
' s e roya.lty 011. The wisest course 1n thls period of rapidly chang.}ng E{t\‘ude - s R
e Q oil pnces is to al_'!:o;w the Executive Of_‘fﬁer to cgntlnue t0 not:.fiy 1i;}lvma' v ( Ce fl
. M_M .. State’ $ 1essees Of the prlce to be paid for roya.lty oil whenever the market . e V/ §
o prlce‘for*fthat \'empt oil moves up.. Now we are assum:mg N for the purposeg ) s O /
. - : of this argument, jbha.t the State's exempt, 1f 1t's not wel_l they can't~get / é
" “ K any\>§re tha.n ceiling prices anyway. The State w:L..l lose frim 39¢ to 91¢(& (}:\.‘ Q
v J. - per be.-rrel-yper da,y‘ if 11; axgards these con racts at the- bid prices besed on, '
! = el . today's market p'rice for e;empt 0il; and, if ‘the market. price of exempt; _ PRI
‘ ‘ B oil contlnues to 1ncrease, this loss ;ollicgo much nlgher. { The bld\pnces o N
_ that the State has received are as h_gh as the celllng pnces. They can not Q -8
f : . 1ncrease “un...ess the eeilmg increases. Furbhermore , if the ceilmg priceso'oi-; : ‘” \{_;_;
o . ;" ;_ ~on presently non-exempt oil are mcreasedomor(e than the amount tha:t: the bids S o0 ;
‘ | o exceed the- present postefi( prg.ces , to wh:.ch these ‘bids are pa.:.&\the conqtra.cts;f GCT ”2
‘_ 5 5 which are szgned. by the b;dders allow them to termina.te on mne-months notmee. ) o
e x- I bel:.eve you are familiar with that ‘provision in the conh'act. , ' Q o=
y N\ V ) » o VSJ’.ncer I assu.me, that your’ 08601:1\”6 ds *bo max:;m:.ze thg revenue tmthe - 1
. B State, T belleve 1t is very clear ‘that the best way to do this As %o regect\ . U
i. . o all blds and pernn_t the Ex\\ecutlve Off:l.cer to contlnue the pra.r-tJ.ce which he s J‘ . 1
o : sta.rted th1s month of not:.ry:.ng the J_.\e)s/sees of the ma.rket pr:.ce to be paid o \ “
e s to the State whenever that ma.rket price 1ncreases.‘ Tha.nk };ou. ‘ ;o oD
’;_\ ;':’; MR FLOURNOY: Beforeayou go away, George, I wonderl;.t? the é u"ti ve | -
o . Ofa.:.cer ha.s a.ny comment with regard to this matter. 0 v ' '°  ; R
- 4 MR. GLA?DISH' Mr Bhnd ra.:.ses one pomt_d’ha.t I perhg,ps should expla:’m S
- 7 , «;soﬁewhs:tﬂ. In general te—rms, our contracts with lease nolders provide a ¢ \\\
| w& - i clause, and:most of the contracts are” sllghw differenrjb but there is a 7 “ . o ;“3
Fx{‘j ] genera.l. clause tha:b ‘ellows us t06 establish the price i@f‘ th_e: leese hold‘erc ) YQ 7.
"‘: - = - A = G, ” e C 9

NS _5_° ; : - : <
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‘T is opera.tini* under the first alternative o*’ taking the 'royalty. In R .

\D October, the post:mgs mdicated that the compam/ s postlng would pay

$l 00 over posted. for new and 1ncreased productlon. I have 1nterpreted .

s tha.t as being 8 mea.sure of market pnce and I@v’e dealt, as Mr. Bond.

1ndica fed, w:.*h Un:Lon a.ud other lease holders re’rroactlve back ‘to the E o e

. date gﬂ:he pcstlng $§1. 00 over. ° , L .

\ i

M V o ) MR BOND If the State’s exempt we are most happy to pay that e C

a [ Q

' L - but' I would correct your statement that the price as of, I Delie\re it ) J//

j f‘. . was the fu‘s‘h of thls month, has now gone to consn.derably in excess of : ’ // :‘ f
o MR. GLADIDH‘ ‘Yes, I understand that. L b
MR BONTD.l o 202 FRD 1n excess of vwhat the S'ba.te was »b:Ld over ceilings 5

1

‘— o ) R B X V £ 4[»,
¥ :
Lo e e ~ o
. : : e : .
[ . :

I\

so that the State would be penaiu.mg naelf to accept these b:Lds under

«

today's ma,rket cond..tn.ons, and there is every expectatlon, if the Ara.b

emba.rgo cnntlnues, tha,t thxs pr:Lce will esca.late iu.rther. ¢

MR. FLOURI'OY' I understand. . .

3 : . .

Z ¢7 & WR.GLADISH: Mr. Chairmen, T mlght poinf out tha@the State at this o .

~ point in time is exempt from C, .L. G: TNext week, <t may not be. D:' e

L MR, -F.LOURNOY- ' T understand. that. T ﬁ)j = 7 N
e : o 7 o RN :

=)

* MR. GLADISH' Mr. Abbott has a comment. ‘ ' .

= o

On 'the first point 'bhat Mr. Bond made, T want to be sure

/]

oy
0
L]

,&

!
R PR

MR. ABBOTT

.
.
E]

fhat you uhderstan@ that, as of this time, you are unéer o legal restra.int,

i

‘either from the court or from the C L. C to award these bids. Mr. Bond’ hu

3

; , po:n.nted. out, as the Judge indicated, yes there are rlsks or fou may be - .

T T T T

the case ie still pending - the C JLiC. may act tomorrow or they may not. ' V .

[ ". . . Then on the other po:.nt vhere Mr. ‘Bond sa.ys that the bids are $1. ll over ¢

' aa

' ce:.ling prlce. The bids are $l 11 ‘over the average ‘posted price by Gspeciﬁed

© 0o E J e . L - o

o .
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MR.= H.OURNOY: There is a ma.ximum point in which they ca.n opt out

nine-months basis.

o

MR, ABBOIT”: Yes. B S 8
- MR, ORR:- The ‘bid is not for 'so much a ba.rrel, like $1 00 br $7.\00
' MR. ABBG'I!’I‘.' No, it is $1 ll above {he a.verage posted price of the

o
o

o ndmed canpanies in the named field.‘ AR a g,

N MR, 'momson- We are ta.king the $1.00 for the month of September

{ $1 65 since then as being offers of posted price by the major coupanies. L

. . MR, BOND. Tha.t's correct but the bids of these bidders a.re pegged fo

a September 6 price whicn 18 the ceiling, a.nd as long as the industry is
T ® under price ceilings those posted prices are the same @the ceiling _ T

HR. B@ND They ‘can not floa.t deer the C@of Liy:lng Council regula-

» -a~
2 0

V"}t:l'ons, however, it is the ceiling. ST N
MR. ABBOTT: We have a disagreement as to th:;\ ‘Mr.v B'e{na,; ;
MR, FLOURNOY'IJ' Ca.n I try to get a little bit of clerifica.tion o:; a.
couple” of po:.nts" Assume s wha.t you say is true, we can do a.nythi\ngg;e want

” to on a.pproving these bids, legally as of this time. Assume tha.t we wete !




.- ‘ceiling price. . The only effect, in that case';is* that instead Gf the
'lessees getting the 011 the people who* bid it get the oil a.nd we gon't

.beneﬁt 4in. a.ny sense flnancially. Is that possible"

a- -

MR. ABB% That's a possible result. In my opim.on, that's the

ya most 1ik°1y possible résult. There are other possibilities. T «

MR. I‘LOURNOI: I know. ' I .Just want ?to get each one of them ?Sia.rffiedﬁ“&
in my mind as we go a.long. f"- o 4 : . B ‘

h "f MR..GLADISH' It was intended in the way the" proposa.ls were %fritten

that “the price '.vould drop to posted and then back up, a.ssuming the c.f]:' c.p

is, not 'in business or, something. . p . S

e

MR. FLOURNOY" I see. " How long 4s the term cf these contracts?

=] & _

HR. GLADISH' Some are three a.nd some are: five years. T

MR, ORR Is there any option on our part to discontinue “them
’ / = © o “'~ o

TRy eaiﬂer" They can opt out in nine months? - .,

HR. ABBO'.[T If the pr. ce reaches a r-ertain point. There is no

sinilar option ror the— State, I don't':?hink. e

v
W

MR, FL@URNOY.A So that presumptwely then, if this vere to happen, S

<

looking down the life of the contracts s 1if. the C.L.C. was to a.dopt the

3

Pmp" s’d reg“lat“n’ the Price would arop; if the.f ever go out of business; o
e the price would go back ‘to the uerms °of the cond:.tions related to the $1.00

over the posted price, if it ever bacame unfrozen ’ Which is - you know -

well > I don't know anvthing about that.

« s o R
o= . 0

e s It wou.ld go back to tha.t $1 00 over the posted price, or whatever the
3 a,verage is. ’.Ehg.t could happen within 3 to 5 years ’ =who knows whether it e
”;wi‘llor-not. ‘° o ,' B

MR:. GLADISH. The Allocation people could, under this neu 1aw, :alsoj

&

a
]
\‘»
Oz
4
o
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MR, ‘FLOURNOY; ‘Give it to then? E:Retroact%;rleiy? R

i MR. ABBOIT: That's & possibility.

o
133y
s
(‘ -

Yooy
sk

if B MR GEA})ISH- It could m%ke the contracts non-opera.tive. N o' ’ )
‘ \ o e £ R ) SR L )
MR. THOMPX&‘W If they took a ba.se of 1a.st Jear "as: being where o4

o

the allocatlon woulu ‘be.rr'.~ .« P .- / . i (E, :
- MR FLOURHGY H They can, in essence, a.brogate on.r confracts.u ;

a

MR.»BOND' !Ihev are doing it +o us, every day o A - 3*& K |
’ . . FLOURNOY. oy I 'mnot -- i ,]ust want ‘to ma.ke sure I maers:;a;d; -
. | MR. BOND- Tha.t's in the realm of .. ;m . ’ : RS
MR FLOURNOY. In which ca.se if we award it a.nd they do that ii:'
o

;just the same as if we didn’ t awa.rd } Wha.t happens to us? o 'f sl 3 3 -

%MR. GLADISH" It is the samé; Of we were to obta.in a hold.-hamless

clause fromthe bidders. LT S

%

? MR. nosmo!. H&‘il.dha.rmless fromwha.t" | e e}

MR ABBO‘I‘T Anything that m:l.ght "esul‘t N if tha.t eventuality’ took

- | HR FLQURROY' What might result from tha.t a.ctuality taking‘a place
) that e voulan't wa.ut to be héld harmless from? -~ C t
MR, ABBO‘IT Assume tha.t we get sta.rted w.'i.th +he contrajctogmi 8.'!1 ;ort\;'
%3. of arrangements have been made by both our lessee. ‘i ‘. f; ;": v
. MR“ FLOURNOY ¢ Or costs and expendltures. e .: o S - : oy
MR. ABBO'J.T . v .a.nd all of a sudden: it gets cut oﬁ‘. ‘,s;moq may .
o be lo ‘f:i’or some money f;om the’ State T;easury e '=; . ce °V}\V/

o ‘\'HR. FLOURNOY:_ I see what you are ta.lking about. That's what I. thought. Er

0.

*but I uanted to ﬂnd out’ for certain. If we a.wa:rd these contra.cts " whe’n

B [+
@ n : "/ K N ;\ 7y B
do ”they take effect" ST Dy : =
E . ] R L < I ‘\'\- . N
- L - - o s . E s
s . « 7 22 E =
. ?7 I o] ’ o P . T
N & Y ® o RN 4 B
[ 9 ° o
o v :
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Lo : ¥ . R @ ) ' o
: -9- s P
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oL - R B ° IR R o :
@ MR. ABBMT . Most of them May lst. One of them Saturday, the rest
o LS wt o s
mlst. 2T . ) L “ 1 ,': ) “ . h' - ‘7’" . ;'
' .",-1;}, Ry ‘ o . : c\' L\ © g 2 - - - QD
. MR. FLOURNOY: For deliveries? T Tove

e m.DAB'“m:_gﬁYe's..g ' ‘ i ’ AP . :A Lo o ':_crc«': : = o

o - h 0 °

"° m; I"I.OURROY:, So the ohe on Saturday is the one that would. he N j . B

The fifteen day kind of th:lng that you were ta.lking about - presmab.4r

<

R
HR. '.I!HOMESON‘ ' Ye ha.ve an extension only until Deceuber lst to notiry

whatever thev are going to do 'wov.ld be done in 3’ month. g

a

- Stana‘ard 0il on. cne parcel down there tnat we wil‘.l stert taking ofl as of

!, i
- ) i . S R o g S
. b =
Ay < . = = ° ce -
, nex*May T ) o : TR .
: = : L = e o fg

MR, li'.[.OURNOY.w I see. But as fa.r as any damage s if they came a.long

,a.na abrogated J.t a.fter ve had approved it there wouldnz't be any dmge

=0

" becatise no’body would be gea.red up by 30 days for» taking oil from next Ma.y

o

L
~ What happens to.us if we caward the contre.ce a.nd. the pend:mg case and the

t thing comes down e.nd ways we ca.n't'z Wha.t happens £6:us then‘-‘ Lo sT e

3

MR, ABBO‘IT All sorts of pos’ 1hilities. Var\ring from -= yOou may sel}.

& -

%he oil hut only at the ceiling pr:.ce. " S

° i

- 7 .UDWJRNOY : ‘The seme thing as if th, <o s Cost of I.i:ving
¢ = /}/\ -

MR. ABBO‘IT Possibly, wou I don't tnink so but 1t~1s a possibilit

Tog

@_‘ yon may” sell 1t at- ceiling price and only tha.t prlce for the life of the

S% 7 .. MR. FLOURNOY: Thé 1ife of the contract'z, J S

) B HR. ABBOTT:. Tm =1b1y. Anothero f:osslb* 1ity , your pr:.cz.ng clanse 1s¢
L invaIid but you will get paid the fair ma.rket value. Another pcssibility,

the eontracts e.re void and. you-ma.y ‘not sell 1t under these contracts. All

oo

$ =T o

| *sorxm of Possibﬂitiaes. S o T

C‘

0

OMR. BolD" I h—ve one other coment a.nd then I wj.ll conesl.ude. ,I~ -don

i E ° - e =
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o > > G -
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i . HR FLOURNOY' “But our a.tto"ney disa.grees w:Lth you on what the

—ce:l.];ings. Do Yous &gree with me2 - - e

month of..; » - T

= 5 SLay
jQ. B =" ) A ) 2 BN - Oi s o
: o i PR . < “\ff‘" o
lmow which contra.ct you are. referring to tha.t might be eﬁ:cti}w this week. K
R s

If it were, the one vhereﬁrouvere bld 77¢ over posted price }ou would be

2

losing mney to awa.rd 1t beca.use.yon_ have a.].rea.d:;r told the lescee to, pa,y c»' o

3

you $1 00 ovei posted. pric _&nd he will pay it. If uthe~price :ls inc;p

a.nd I expect we' will get ra.nother letter hke th...s vhich wﬂl increase theee

,%i'ua

to $]; 65 very soon, you w!.ll 16se money ir you awa:rd any of these.

MR, FLDURNQI. That is only if you assume your interpretation of

{r’

"”18 that the bids: ... as against what Mr. Abbott is say:l.ng. .‘ TS
ooan” Sy © S

o \j- ‘ -

posted prices @re sub;ject to ceiltng '7 LT 5\0\/

I"v

‘ﬁo

U ) =

L0 j\;-

B ‘('5‘
o f o oo e R
) gg e S B TN

im m We].l, 1 ﬂork with ‘this every day’ a.nd I know what the Cost

;hxterpretation -of the posted price 1s.

o

of L*ivini\ C‘ouncil' ointerpretatmn of that ceiling 1s >

= a 0 S
. < L= s - 5

qprice is the cEiIing ’priﬂe. A o o s

_ - I S - e e

MR, ’IHOMPSON'> The contra.ct is not the ﬂeﬂing pricc. e:It; says posted
0 '\’:\"’” Pl z‘* ":‘f " N :
price., el —é e e - 7 en

- < Q CJ ( O =1
MR. BORD' I recogntz’;’tna.t“\“*ut tOdB.J they a.re e@ivalent and they

will be the eauivalent until theo"ost of Iiving Council increa.ses thos;}e ’
S o ; . . Ny

¥

e

R ]

/(}

”MRU EGHRSON° This is ta.king the stand tha.t +his dolla:'.' fc’ff’the

== ‘o

2o - o N N " <

%ie].l, I am sorry, I didn't -eali‘ze‘-that th:l.s ves

subject to argment. T have never had 1t arguedebefore.

[} o oz

MR, n.om we:u., tha.t is an argment. e

S N E 3
s L ] . R

MR. BOND: WPOintgstands.x : R
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FLO!MOY I understand you.r pos:.tin( and understa.nd t‘heir )

position.-: I al not £y 1awyer. Do ‘we have a.nothe‘ witness" e Q ; A R °
D -MR. ROTHZ' lﬂr g;me is Robert Roth& 3: am General connsel for quld foﬁ ,0 : .

Gil Ccnpany ED th:l.nk tl'at Mr. Bond did not ;av; -2 cleﬂr inpression on %F

hmr tne nevc il:grov:.smn :t-ea:l_‘Lal works. He created an impression thaf, e S

today +he actual fa.ir ma:rket value pnce for oil 1s $l\.65 ove? ceciling or

2 o s 2p”

S posteu, vut the new oil doesu" work that way,—- the new oil previsiom
L0, 3 ; o K o o

it
S

L% The vay it aorksj.s ‘st if 2 ﬁ.eld produced 1, 000 na.rrels & day in 1972

%“ e ;and °toda,y it pzodncea 1 ,100 barrels a daar,J the incrementa.l extra production - )

St 100 b&rels@a day is new 011« and fc“that Union Oil is oﬁe;ing~ $1 55 i ;ﬂ '
. over °Ihey; &e offerins $1. 65 for° tk:a.; 190, pm.jloo of_ ;he old ‘if* uctien ° g
- 9 li!nch As called \rej.eased oil.’ « We, the h:l.gh ‘biddersr,_\ ‘“‘ ? offering %k e;e;ag [/
| - 3] m'chased, ;.veragingg qut _at . $l 11 S: Icanf’t eccept the
I e exact ﬁ.gures R bu,t I th:unc 1t amounts to g.ppro:d.m:*e]:{
U : li]lien ext:n revenue ah yea:t. At second po & 1s3 the;basz.c : :
\f’: h prmision, al;d 'l'.h:Lsn 1(e adopted by both the“federa.L government L:'m the &allqca=»~ i
| - ’ tion progran a.nd by the Staue, is to preserve the 1ndependent refiners and%jf" "a»-
ot . NS

L;’naﬁeters "and 'l:his segment of the ma:rket is the segment thatv ha' beneﬁ'hte&.

= o

the @ublic through lower ga.sohne pnces and, thout this segment, gas"

G B G -2

1"§‘going to go up anyway but the nse m.ll be. muc'1 ‘more severe. Tha.t L.is 8

o

q’I lm.v"l to say. Are.there any g_uest:mns" - L ey e {

,\,9

; ‘ HRc,ﬂ.OURNO’I’ I have Just one g_uea.tlon. As: onewof the high “‘b:ld.derl

«0 2

0] N E =

wnﬂd you. ha.ve a.ny problen vith this hold-hamless suggestion thl.,,‘ :

, :ln tenns of the tmcertainbies a.s t'o "vhat couId happen ™

S &
ag = -
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s 0f«:de::&‘l. gavemment activns, it is concei.vable & conbriet A

"o 0 v -
. and, it night_be ‘taken avay by some gmrmgntn pm !lé
) have any problem at all- uith that. o0 e :
c T e O MR 'momsox- Aga.‘ln, the question is thnt the sm;e t

ol

o

s positmn now taat there is a: posted price offerlng hy t’hc .&l-ﬁr

For example, 1f the 0il that ycu were to tqke nui i yreﬂm

i ae

g o;ﬂ say %32‘)‘ 4 barrel] ci:‘; therenowq:l.s
= gVe . % a 27 e

‘in oftezf @ut n& m‘fe A f_' '

u_\\

f ey be a posting of 4165, “the’ State is tmng Y pesﬁ;ion tben thlt tﬁe»

p::ice now 1s $3. 2‘5 pl.xs $1 65.

" bomis is paid above.: PP

‘ ';i, Q ) ME Rom !I?hat s ﬁne. Inﬂother wardc, our contra.ct says whatever '
° tl:qe posted price 13, by I thj.nk ‘5 diffetent lnjor oil c&npanieg&,m we pay
i IR o Wi -

[ m gsm Well, it is "he a.verage ot that pa.rbicula.r thing:r r

hood of a;'l.mst $5(2’5 &ba.rrel. _ o‘ 0d s ) :
Ve HR RO'IH ;I aust want to pofht out one other thing EveM he&

aboub %he h:igh pnces, on’ foreig: c.rude but even on dcuestic crudz tba.t i'

T R B . T i o . R =, G0 . . N L ,,..,.g_ﬁ




TM

'J.'-hen --ourbonus starts then a.fter that e o

) MR : Thls then zS on thé assumptmn that th
= s N of cg'b~ ‘s
andthe po”st‘ed y’ﬁice are .c. - /\ : Y, IR <SP

:k’”' =

o MR. FLOURIIGY The nosted pr:lce 1n tems of the x.ontract is different

ng Pl'ice- Thﬂ-f‘-'s ba.sica.‘.uy . s

TT: "olengasvea.reexenpt : -

‘S'o'lots‘g s we are exeupt. e g

- T -
MR, ¢ 'EH@!ESQH On the other side Jwe are stﬂl 1n

o~,

%fz"’ber 2‘5 ) declared not-exeupt T o the cOst of Li;?‘




' ﬁﬁ»{@ﬂ: I ca.n‘t fore-.ast tha.t

“MR. B@ND. , May T rebut one point\' T have never t.ried to misleqtl

L

We have said that the price for any exenpt oil -- the new oil

dgt. a’ii’d ze;-bia hww }ou wuld get s:ibstantizmy

higher by the time ué*"éet u-mmato 'lgik:lngth _

i

> m>. e

x
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C e .
jarbol

174
B o s i, >
s - ) S ¢ o . R @ > . _ A‘ ¢ P \,; .
_ ‘{Q ) get for this ‘0412 If we don't take it, what posted pgiee - we w:l..u gt . u
. y v . RS
P the ce..ling prije plus, unless we're decla.x\'gd not exempt - 13 tha.t rjgbt? T j
. G“ADISH.V Y”es. . From sePtQ'—"‘ber 6,1 bel‘.l.eve up unt:!:l recent Veekla - ﬁ

$l 0D-over poated and in recent times which we have not b:l.]:;lﬂd for yet,
. 2B L

wilY bp. $1 65 rer posted. “Now ‘léhat is only :|.f the C.L, c. . changes their

o

proposed regnl Zotis., In any case we aré clear \;p to October 25.

w9

B2 G
i ,L‘ e.bove ceiling awway : !_‘@ . s B

g 2 T - B
& o = B

zs*f e MR. ,"LOURNOY. "If we loae ‘the —exe-ption we a.re going to get $3 25 g

a.barrelnomttervhopayeit. 393 o ' e,; ‘* .
-+ MR. GLADISH: Except for a short period.qof tige. . ST e

’ o HR. FLOURN@Y' Yes.a In terms of, the tems of: the contra.ct it does o
not nke a.ny dirference or in terms of our cut-off of the C.L C. . . ir

),"

fém e they rule ‘ve n-e not exenpt \get 25 ‘and thl.t‘»a 1. Tt is Juat &

55 "’ queet:l.on Of ﬂhO then pays it and who &ets the 0-11_ : ;ﬂ e
é N : HR mADISH- Except tha.t un°der our :lnterpreta.tion of %hg/ MtrZCt A
- “we would posafb]:y /outvli@e the C.L. c. ' - et - -
IR | m nmmoY. We night outlive tha C we’ but that's methmg I"
o SN o L e ;0

o

oo ot prepa:red to speeula.te on either.{ B &

_ e ;!P.. ORR- Has the concept that the price for new oil beeo-ee th_e
' ‘ po ,,ed price been a.ccepted by the //1essges9 You bmeq%hu. !-Ia.ve you ':&
SRR - S P B A“q‘-o’r Zf? "ov\ -
o T e re‘e:l.ved payment?:' < ﬁ . _,'c “ e 5 il e

MR. GLADISH T think we 3ust heatd Mr. Bond acknowledge for Union* o

\ _/




= HR. FLOURNOY' Well, 80 it‘s a q_uestlon of whether we get & br.ums,w

B

and of course ﬂe don't lmow th.t they wi]l do with th= othez! regulations

MR; om

-

Is the.t correct? : : ," . 'a ‘ j . s o
= HR.@IQND. YeSQ C e ‘ . 7 ‘ =0 - ; P
- : B o a - N . - = 7/ =

MR ORR:® We are not reading anything into youi- wordé"

.D“'

=)

OD"

" minute thaty detern:[na.tion 1s safie. S = =

HIKQ-/&ADISH” There :ls no quesi:;iom-zn’your mind, Mr. Bond\, on

v eiélwtion :t'rom September 6 to October 25? L ”:

L Bl

‘94‘)\:‘. ) . :

=

HR«;B@ND None, wha.tsoever, ’ AT S ’ oo
)m. FLOURNOY‘ Tt is ‘,just from October 25 henceforth thnt 15 ‘.ht

CQntm,tiono a T .t B . : “:_gﬁ

N in the event these are re-bid? RV S
MR. GLADISH. Govei’-n&r, 11: is not ea.sy to say tha.t we uould be able

40 re-bid one way or a.notner at this point in time, depending on,
:i.nd:lceted ea.rlier, vhat happens w.lth these regulatory progrm In the

sense of ;not?\be:lng concemed with time fectors we could re-b:ld tmorm

S N -

L mbe on Monw e couidn't. ST

o :

s MR.. HQRD. If the State’ is exempto-- now that is still subJect to - ;;;vf%s
htigation -- it the State 1s exenpt\f) ou.r check wﬂl be :!.n,xthe na.i:-.‘l. theo‘

HR. RHRECIGE Wha.t dees it appea.r the net ggun to ﬂ)e State e E
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‘ o TS S = Dx B S
- *“F’ MR. GLADISI- Yes, we currently sp,il now° to lesseﬁs without a” éﬂ[v TV
bidding process.a Tha.t's right. - DRI . f"'_'i .»
R S R REINECKE. H@t was- the condition whereby Mr. Bond indicated

the*e wa.s an a.dditional ;e\v\e\xri‘e. ‘o : E =

== N
- i
e £ s

. T GLA])ISH’ He was s. I believe s inferring or. indicating tnat Oilf

“D

ARl TR prices a.re ris:l.ng and tha.t if you“re,jected the bids at this pomt and
[ @ o s
: by it -- the sa.les were re-bid later on, the pr:lces woula be even higher "
© g Y =c than they were’at the\time of bidaihg. m'“hat is on the asstnptien tha.t

a X om0 .
o ‘, /——‘-“ S %c s

Sl aﬂditional hurdles were zot °created.uw %7 Tl e gf : J

& : »-hq\

o?

?° = o

HR. nEmECICE;-, Dnly unde¥ a re-h:ld circumsta.ucp._ There is no uey o

o

'fgn

«werzcm get that ad&i"ional by simply re.']ect:lng theSe bids oh the ba.sis .

et confusion and continue"on some other. . o r R

ﬁ o m.g:mm‘m. The bonus ‘here. a.dds up to a l:lttle over $8 OOO & W
SRR m. OHR: ' I would uk: to ask our Attomeyfcenewal I believe I e,
; eorrect, there :le a pos:sibility that the federa.l regulaﬂons Hould cone
. - | dmm Czot da.ted October 25 but current' ‘in other ﬂords, instead of retrotci
g &ctive the longen it holds there 1s a possibility they ‘nould cone m
G ; m, effective todav T "" o = 5 . 7
RS ‘MR, ABBOTT: That 1s poss*ble; = *4“7%*4 \

MR. ORB:‘ In vihfch case, d.% we a,ccent the bids ‘now they would be eg Lo £

R mmm Wé are ta.'l.ldng about the Cost of‘Living Counc:l.l?

W om: Yes. R e
MR, ABBOTZ: They cen roll haek if they. vant to. . . | \ ﬂ

MR. ’10Rli£ I andersta.nd "*'5t.

= N B ,j B -

R —y R ," A S B - . s

they want to. = T - = =T R S b

: SRS A e . e &, SR
e ‘ o m:m Right , or they could exempt ﬂl ccntraets entered :I.ntov

pr:lor to the da.te. Am/thing is poseible. R R e Y
= ff{ ; y ) 5 v ) . ' o - . w .
= o N ' . P ~' . - ,‘:' . ‘; 5 « :‘5‘ - L
7] D‘ [+2
°T P B ' ,;_’}:l/;":-} = . . ¢ 4 ’:;) *
o s - g QO [ .
B ©
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', MR GLADISH‘ There is a who..e ra.nge o*’ a‘l.te tives.

g
)m. "moimon- The current proposal starts on October 25. -

Qe

_nm.ﬂ, noumor? Could 1 ask Just one cthev- technical question?

' ksay, re;}ect and re-bid, would the_ £ime frames be the sue -

5 0= o E 407 : “
* on the assump‘bion of _011 o would they ‘also bea sisretched out? cE

i i

MR GI.ADISH’ l!o, the whole continuum of t:lme frames would

ot L e o

urqnge. S < - S SRR

= - - 2

2 F = e
e

MR, n.omnox, So that it would postpone the po:l.nt at wl'rlch «the change ERIT
0 ey _ C
in d,elivery would ta.ke place. T ' DL e )

MR GLADISH' Yes, there is a 180-day cla.use in ma.ny of the contra.ctl.(;. o

- 7w FLOURNOY‘ " There- 1s 180 days, sc you muld wove it ba.ck six no:;ths. L

MR ORR’. Now, ws i+ your :Lntention, if we were to do thj’.s, j.t weﬁ@ c

PE s would g a.hea.d and aece_pt the bids, that yoit would then not grant the % 5 e
v . . a é’,\ ‘ :
E ot : aceeptance until you got a hold-harmless cla.use, or are you alten.ng a b:[d bl
ST that wey? . S j i “«jff}s ,
s Clelal f S - ° ! o g e -z e,
. <o
e MR. A’ﬁm I think you stﬁl have the oﬁhion of accepb:lng or. re;}ecti.ng,
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